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Dear fAoplicant:

e have corsidered your application for recognition of edemption
unager section S01(c)(7) of the Internal Revenue Code.

The eviderce presented disclosed that YOUr organization was

PO )
incerporated on (NG

The purposes for which vour Corporation was 1Tormed are as
Tollows:

To engage in ary lawful act cr activity for which
may be organized under .
including. but not limited to, providin ' club membere witn a
unigue opportunity to travel to the snost desirable resort and
cultural destirations at affordable pricec. The main ohjective
of the club is to Toster friendship and rapport amcong emclovecs
of the R . - Tamilies and friende. throuah
sharaing of eniovable, leisuwrelv and mer.osrable tripe.

corporations

ne coracration shall be & nom-protitc COFDOrETLON .
Tdans zed exclusively for pleasure. ation and ot i
nonprofitable purposes withim the meEstineg of section SO010c)( /)
of the Internal Revenrue Code .

i
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The information submitted with vouwr 1034 application do
Thal vour activities comsist of oroviding

. for as fee, to present and past emplovecs _
and < and their Tainilies,
Triends. and asscCciaces. Trie busirese arttivity 1¢ conductod o
the orgamization s president and vite-president. the sole
officers of tLhe oraanization, via telephone and/cr fax Troam the
officere private résxdencea. Reveruwe is derived sclely fTrom
this travei service activity in the form of direct cillivos aro
Commission fees. (Bross 1ncome auring -arld G - TG Eor e

te b= *- and (. rescectively. The organization uooe




rot own or opcerate & club facility and doee have & memberstiip.
sut merely prevides (A == /1c:: st & foo 1o
ingividuals and groups with some afviliation to R

section H01{c)(7) of the Code provides exemptiorn 1o olubs
organized for pleasure, recreatiorn, and other nonprofitrble
ournoees, substantially &ll of the activities of which are Tar
such purposes and no part of the ret esrnings of which inures wo
the benefit of any orivate shareholder. In general. thies
exemnption extends to social and recreation clubs which are
supported solely by membership fees, dues. and assessments.
However., & club otherwise entitled to exemption will not Se
disaualified because it raicses revenue from members througn the
vee of club facilitaes or an conmection with club activities.

Fublic Law 94-563 amended IRC S01 to reflect & twofold charnoe
undeyr IRC S01(c)(7). First. it makes it clear that & social
ciub may receive some investment income without losino its
exenmbt status. Second, it permite & higher level of irncome Trom
nonmember use of club facilities than was previously allowed.

Ir addition, Fublic Law 74-5468 defines gross receipts as those
receipts from normal and usual activities of & club includiro
chiarges, admissions, membership fees. dues. assecssments.
rnvestment income, and normal recurring capital gains on
investments, but excluding initiation fees and capital
contributions. fublic lLaw 924-%68 also states that it is
rntended that social clubs should be permitted to receive up to
2% percent of their gross receipts. including investment income.
Trom sources outside of their membership without losirng their
exennt status. Within this 2% percent amount. not more than
percent of the aross receipte should be derived from the use o
the social club’'s facilities or services by the gereral public
Thus & sccial club may receive investment income up to the Tul
28 percent amount of gross receipts. If & club receivesz unusual
amounte of income. such as from the sale of ite clubhouse or
Grimiisr facilitvy. thnat income 1s not to be included in the 325
percent Jormala: that is, unusuwal zrncome ise neot to be arnclude
1 the aross recelipts of the cluo.
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Revenue Ruling &6-14%, 19&66-1 C.E. 146 holds that & sccial ciub
i nov exempt Trom Federal income tax as am organszation
describes in section S01(c)(7) of the Coutr where it reoulariy
HeErives & substantiai part of its income Trom nonmemDer SO0 e
sUCh as. tor example. dividends and interest on investments
WRLah 3t e However, & club'e rigoht to exemption under
section L0l{c)i7) i the Code i1s not affected by the fact that
for & relatively short period & substantial part of i1te armcome
is derived from investment of the proceeds of the sale o itz

former clubhouse pending the acauvisltion of & new home Tor trooe
club.




Reverue Ruling S8-5BE, 1954 - o (i, PN
orgarization tformed by several individuals to oeheraete SUoNEEac] vy
and recreational club, but ashose predomirnant activity 1= the
s€lling of services for pbrofit to an unlimited rumber of
so-calimd membters who have ro voilce in tre

club and whose only rights are to use tries
the cavment of epecified fees. 1s not
exemption from Federal ircowe t

mela oo [

Marnafiemear, ¥oo 1 i

club = Taoiidaesy oo

& SCCial club erntit)og
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Live the orgenization in Reverue Rulino SE-Sss

COraoanization was formed by two indivicduals to Cherate a ol
G o ool activity s +re selling of services for o
rotit to an umlimited number of irdivicouale wii TlEVE Do vl e
i1n the management of YOUr OFQanization and whe

the uce of the G - icec you oo e on &
basis. The nature of the services cffered are

cf a traoe
Or businese which ig specifically prohibited by 1RC section
SOi{chYyi7)y.
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iy raoihte mec

Tor cer R S

Qccordirgly, ve conclude that you do not meet the requiremente
Tor exempt statue under section SO1(c)(/) of the Code and
propose to deny vour request for exemption under that section.

We have alen determined that vou fail to auaiity for e
status under any other subsection of IRC S0liey.

empt

You are required to file & taxable return Form 112¢

A

L2 or 1041 with
. Fiease cend
Box 1680,

the District Director of Internal Revenue Servaco
the return to the Internal Revernue Service. F.(0.
Gereral Fost Office. Brooklyrm, WY 1izoz.

IM vou do rot agree with this determination, YOw may reguest a
Conference with the Regional Director of fppeals by protesting
in accordarnce with the enclosed instructiorns withim

30 davs.

Frotesce submitted which do not comtain &ll the documerntation

for completicon.

stated im the mstructions will he retiurne

IT we do not hesr from you within trat Lame, trig

determination
wili bocome firmal.

Sincerciyv vouds
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Enclosure: Fublication @972




